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• When you are asked to recommend an
accounting course, the educational back
ground of the International Accountants
Society, Inc., will give you complete confi
dence. The five men composing our Execu
tive Educational Committee are respon
sible for IAS educational policies and activ
ities. The sixteen Certified Public Account
ants composing the IAS Faculty prepare
text material, give consultation service, or
grade examination papers. Some give full

time, others part time, to IAS work. Our
Advisory Board consists of forty outstand
ing Certified Public Accountants, business
executives, attorneys, and educators, who
counsel with the IAS Management, on
request, about technical accounting, edu
cational, and business matters.
The uniformly high caliber of these men
is eloquent testimony to the quality of
IAS training.
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EDITORIAL
The year 1949-50 was a year of great
activity and growth. Members of both so
cieties should be justly proud of the attain
ments reached during this year. This
success could not have been possible with
out the wonderful job done by the officers
and directors who devoted much time and
effort to further the aims and ideals of
AWSCPA and ASWA. To them, we express
our sincere thanks.
The new officers and directors are looking
forward to a year of continued growth
and success. To them we express our loyal
co-operation and assistance during the com
ing year.
The new presidents are introduced on
pages 6 and 7. The other officers and direc
tors are introduced below:

ciety of CPA’s. She is a past president of
the Detroit Chapter of ASWA.
Carol M. Belau, treasurer, served as a
director last year and as chairman of the
membership committee during the 1948-49
year. She received her BA degree from the
University of Wisconsin. She is connected
with the Wisconsin Dept. of Taxation in
Milwaukee. She is a member of Phi Chi
Theta, commerce sorority.
The directors are: Marion A. Frye of
Cleveland, (ex-officio), Ouida D. Albright
of Fort Worth, Elinor J. Hill of Clifton,
N. J., Ida K. Ezra of Seattle, and Virginia
Ruth Huntington of Kansas City.

ASWA
Vera Jean Bobsene, first vice-president,
has previously served as second vice-presi
AWSCPA
dent, treasurer, director and award chair
Jean D. Colavecchio, first vice-president, man. She received her BS degree with
was second vice president last year. For honors from the University of California
the past two years, she has done an excel at Los Angeles. She is a past president of
lent job as legislative chairman. She entered the Los Angeles chapter and is active in
public accounting in 1943, after much ex the Women’s University Club, Hollywood
perience in industrial accounting. She is on Bruin Club, Phi Chi Theta, and Beta
the staff of Ernst & Ernst and is a member Gamma Sigma. She is employed as secre
of AIA and the Rhode Island Society of tary-accountant with M. H. Whittier Com
CPA’s.
pany, oil producers.
Helen F. McGillicuddy, second vice-presi
Marguerite Gibb, second vice-president,
dent, was treasurer last year. She is serving served last year as director and chairman
her second year as editor of The Woman of the Public Relations Committee. She has
C.P.A. She is a graduate of Northwestern her own public accounting practice. She is
University and De Paul University College a past president of the Seattle chapter. She
of Law. She is on the staff of David Him is a member of AIA. At the present time,
melblau & Company, CPA’s and is also she is the secretary-treasurer of the Seattle
a lecturer in accounting at Northwestern Chapter of the Washington Society of
University. Her membership in professional CPA’s.
Adrienne Monroe, secretary, is a past
organizations include the AIA, the Illinois
Society of CPA’s, and Kappa Beta Pi, inter president of the Detroit chapter. She
studied at Walsh Institute of Accountancy.
national legal sorority.
Rosemary Hoban is serving her second After having had several years experience
year as secretary. She is on the staff of in industrial accounting, she entered pub
Touche, Niven, Bailey & Smart. She is a lic accounting and is now on the staff of
graduate of the University of Detroit, and Dimmer, Rose & Co. She is also an active
is a member of AIA and the Michigan So member of the Credit Women’s Club of
Copyright, 1950, by American Woman’s Society of Certified Public Accountants.
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Board meetings were held on Friday
morning. The joint business meeting was
held on Friday afternoon. Marion A. Frye,
Cleveland, 1949-50 AWSCPA president,
presided at this meeting. Greetings were
extended by Marion Kern, Philadelphia,
Convention Co - Chairman, and a response
was given by Ruth A. Clark, Los Angeles.
The business meeting of AWSCPA was also
held on Friday afternoon. Reports of the
various committees were given at this time.
Mrs. Grace A. Dimmer, Detroit, 1950-51
ASWA president, presided over the Chap
ter Presidents’ meeting held on Saturday
morning. Chapter problems were discussed
and analyzed at this meeting. This meeting
was followed by the ASWA business meet
ing with Alice H. Aubert, New York, 194950 president of ASWA presiding. Sum
maries of committee reports were read
at this meeting. The “Documentary Record”
was described at this time. A permanent
copy of the “Documentary Record” was
presented to Ida S. Broo, Indianapolis,
founder of ASWA. National officers and
directors of ASWA will be given a copy of
the “Documentary Record” for their use
during their term of office.
A luncheon was held on Saturday in the
Fountain Court. It was an inspiring moment
when a lieutenant in the United States
Navy and a member of the New York Chap
ter, Susan Hargrave Magette, gave the
Invocation. After the luncheon, Grace A.
Dimmer, Detroit, conducted a panel dis
cussion on “The Enlarged Social Security
Program and Private Pension Plans”. The
discussion speakers were Emily Berry,
Indianapolis; Rosemary Hoban, Detroit;
Eunice Messersmith, San Francisco; and
Katherine M. West, New York.
The climax of the annual meeting oc
curred at the Banquet held on Saturday
evening. The retiring presidents of both
societies each presented an inspiring
message to the entire membership. The
AWSCPA award was presented to the
Cleveland Chapter who won the award
for the 1949-50 year. Certificates were pre
sented to Atlanta Chapter, second place
winner and Chicago Chapter, third place
winner. The address of the evening was
given by Dr. Lillian M. Gilbreth, Consulting
Engineer in Scientific Management, who
spoke on “You and Your Job”. The Banquet
closed with the installation of the 1950-51
officers and directors of AWSCPA and
ASWA.
A delightful brunch was served on Sun
day morning at the Tavern-on-the-Green,
Up in Central Park. The annual meeting

Detroit and various hospital auxiliary
groups.
Virginia Wood, treasurer, served last
year as director and chairman of the mem
bership committee. She is a graduate of
Agnes Scott College and has done post
graduate work at Emory University and
the University of Chicago. She is a security
analyst for the Trust Company of Georgia.
Her other professional activities include
membership in the Association of Bank
Women, serving that organization as a
director and editor of The Woman Banker,
its official publication.
The directors are: Alice H. Aubert of
New York (ex-officio), Louisa Davis of
Indianapolis, Grace Highfield of Columbus,
Veva Johnson of Opportunity, Wash., Fran
ces McNamara of San Francisco, Virginia
Thrush of Toledo and Vivian Warner of
Muskegon.
ANNUAL MEETING
The success of the 1950 annual meeting
of AWSCPA/ASWA was a fitting tribute
to the retiring officers of both societies.
The officers and directors of both societies
are to be congratulated upon the many
achievements attained this year.
The national presidents of AWSCPA/ASWA held a reception on Thursday
evening at which time representatives of
the press interviewed the national officers.
Mr. Lee Geist of The Wall Street Journal
was present at the reception, and wrote
an interesting article for this publication.
Newspaper publicity for the meeting was
plentiful. Edith Moore, Chattanooga, 1950.
51 AWSCPA president appeared on a tele
vision program. Ruth Clark, Los Angeles,
Gertrude Priester, New York, past presi
dents of AWSCPA and Helen F. McGilli
cuddy, Chicago, editor of The Woman
C.P.A. appeared on a radio program. Both
of these programs publicized the activities
of our societies.
•The Woman CPA is published bi-monthly
in the interest of accounting, and the progress
of women in the profession.
While all material presented is from sources
believed to be reliably correct, responsibility
can not be assumed for opinions or for inter
pretations of law expressed by contributors.
Published by
American Woman’s Society
of Certified Public Accountants
and
American Society of Women Accountants
342 Madison Ave., New York 17, N. Y.
Subscription Price—$1.00 Annually

Entered as second-class matter December 19, 1945, at the Post Office at New York, N. Y., under the Act of March 3, 1879.
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came to an end all too soon — but the en
joyment of the meeting will long be re
membered by those attending—many new
friendships were made, old friendships
renewed, and everyone left the meeting
with a renewed determination to further
the accomplishments of both societies.
The convention chairmen are to be con
gratulated on the excellence of this meeting.
The schedule of the meetings was excellently
planned, leaving time to visit the many
famous places in New York, to see Times
Square and Radio City and, above all, to
see a play on Broadway.

No one had ever seen what was at the
bottom of the chest, but everyone in the
village knew the secret of its endless capac
ity. Everyone except one person, only one
person in the entire village. He was a dullwitted man, incapable of accepting ex
planations based on faith.
“There is no miracle about the chest,”
he said. “Only a fool would believe it can
not be emptied.” He swore that he would
find out what was at the bottom of it.
So one night he stole into the town hall
and began haphazardly to throw things
out of the chest. He had not worked long
when he came upon an object he could not
remove. It was a stone, small but incredibly
heavy. He heaved and strained, but he could
not lift it out. He could not empty the chest.
Without restoring any of the contents of
the chest, he slammed the lid shut in dis
gust and went out into the village street.
He met an old man entering the town hall
with a package under his arm. “Your leg
endary community chest has a stone at the
bottom of it,” he told him jubilantly. “That
is why it cannot be emptied!”
“Everyone puts into the community chest
at least as much as he takes out,” the old
man replied. “At the bottom of the chest
is the heart of each of us. That is why it
cannot be emptied.”
—Glenn M. White.

RED FEATHER FABLE
"Courtesy of the Ladies Home Journal"

For as long as the children could remem
ber, the great chest, scarred but still sturdy,
had been in the village. It stood in an
easily accessible spot in the town hall
and the lid was never locked. Everyone
made use of its contents at one time or
another, and learned to help himself. Old
people found comfort there, the crippled
found crutches and the sick found the
means to health. Children were constantly
taking things out of the chest with no
thought of putting them back. For, as every
one knew, there was something miraculous
about the chest. No matter how much of its
contents was removed, the chest was never
empty.

COAST-TO-COAST
VIRGINIA THRUSH. Toledo, Ohio
by a talk given by Mr. Delmar G. Starkey,
of the Columbus Chamber of Commerce.

CHICAGO
“Why Prosperity Rolls Along” was the
subject chosen by Miss Gertrude M.
Coogan, who spoke at the September meet
ing. Miss Coogan is a renowned business
analyst. Her talk was illustrated by charts
distributed to each member.

GRAND RAPIDS
The September meeting was highlighted
by a talk given by Mr. Russell D. Fouts,
who spoke on “Your Time and Money.” Mr.
Fouts is associated with the Northwestern
Mutual Life Insurance Company.

CLEVELAND
Mr. Lawrence B. Bloomenthal, Federal
tax consultant, spoke at the September
meeting on “Alimony and Income Taxes.”
The annual public relations dinner was
held on October 20. The feature speaker
of the evening was Dr. Allen Stockdale of
the National Association of Manufacturers.

LOS ANGELES
“Payroll and Withholding Taxes” was
the subject discussed by the members at the
September meeting.
LOUISVILLE
Chapter president, Esther Kachler, wel
comed the Women’s Traffic Club to a joint
dinner meeting in September, to which mem
bers of several other women business clubs
were also invited. Mrs. Flora Meads, presi
dent of the Traffic Club, acquainted the
(Continued on page 13)

COLUMBUS
A membership tea was held on August
27 at Balcony Hall. Members and prospec
tive members were invited to attend this
meeting.
The September meeting was highlighted
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THE

PRESIDENT'S
MESSAGE

Edith Moore, newly elected presi
dent of the American Woman’s
Society of Certified Public Account
ants, previously served the Society
as first and second vice - president.
She was also the secretary of the
Society for two years. While serving
as second vice-president, she was
the award chairman.
Since 1943, she has been em
ployed in public accounting prac
tice in the office of J. H. Hardy,
CPA, in Chattanooga.
Her membership in professional
accounting organizations include the
American Institute of Accountants
and the Chattanooga Chapter of
the Tennessee Society of Certified
Public Accountants.
She attended Athens College for
Women and the University of
Chattanooga Evening College.

We stand at the beginning of our eighteenth year. We should pause
for a moment to review our past accomplishments and activities and
to plan how they might be continued, expanded or improved in the future.
In the 50 years from 1896, when the first CPA law was passed, to
1946, 334 women in this country obtained the certificate out of 26,000
certificates issued. There are at present some 35,000 certified public
accountants in the United States, of which about 700 are women.
From the handful of women who organized this Society in 1933, our
membership reached 223 as of the end of the year 1949-50. It is hoped
that the percentage of membership in our Society in relation to the
number of women CPA’s will be greatly increased during the year.
We have been most fortunate in the past in securing capable leaders
who have given willingly of their time and abilities to our Society;
and have thereby strengthened our Society and the position of women
in accounting. We are truly grateful to them and should strive to
carry on the work which they have so ably promoted. It is only by
full cooperation and consecrated effort of all members that our Society
can continue to grow and gain recognition.
It is gratifying to see that the majority of our members are also
members of the American Institute of Accountants, and the attendance
of our members at the annual meetings of the Institute is steadily in
creasing. Many of our members are active in their local and state
accounting societies and some of them are officers in the groups.
Our Society has come a long way and we still have higher goals to
attain and we must all work together steadily and wholeheartedly to
accomplish them. We believe that the end of the year will see us farther
on to the road to our three-fold purpose of:
1. Increasing the number of women certified public accountants;
2. Enhancing the esteem in which they are held by the public; and
3. Increasing their participation in the activities of the professional
accounting societies.
It will be a privilege and pleasure to serve as President of our Society
for this year and I am aware of the responsibilities it entails. I promise
to serve you to the best of my ability in meeting the situations as they
arise. With the continued loyalty and cooperation of my co-officers
and the entire membership, and the generous support of all those
outside our immediate organization who have been so helpful to us,
I am sure that this can be a most successful year for us.
Let’s each keep our three-fold purpose constantly before us during
this year.
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THE

PRESIDENT'S

MESSAGE
It is a great honor and responsibility to direct the activities of
the American Society of Women Accountants through its thirteenth year
of organization. As your President, I will do all that is in my power
to uphold the principles of our Society and to carry out its purpose,
“to advance the interests of women in the accounting profession.”
During the past twelve years, we have seen many of our members
attain their CPA Certificates and it is a great satisfaction to all of us
that we as individuals and the Society as a whole have been instrumental
in promoting opportunities for these young women to enter their
chosen profession. Women are now well established and accepted in
the field of public accounting. Women in private accounting have also
made much progress. Through taking advantage of our technical pro
grams and study groups they have become more valuable employees,
because they are alert, ambitious and anxious to improve themselves.
Our Society fills a definite need in bringing women accountants
together and providing them a contact to meet each other, exchange
ideas and hold informal discussions. There is no other society which
provides these opportunities for women.
Since 1938, we have organized 27 chapters of this Society, embracing
approximately 1,500 members and it is our immediate aim to have
a chapter in every large city so that all women accountants can
enjoy the benefits of association that we now have.
Our rapid growth in membership has added and created many problems
in administration. It has been necessary to appoint many committees
to carry out the functions of our organization. A central office located
in New York City is now maintained for the convenience of all members,
and also provides a headquarters for the direction of inquiries regarding
our Society.
Your previous officers have made a commendable record and it
is my sincere desire, that with the assistance of the officers and directors
another year of accomplishment will be added.
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Grace A. Dimmer, newly elected
president of the American Society
of Women Accountants, has been
very active in the national organiza
tion. Last year, she served the
Society as first vice-president. The
Detroit Chapter of ASWA was or
ganized under her leadership. She
is a past president of the American
Womens Society of Certified Public
Accountants. She is Michigan’s first
woman CPA.
She is a resident partner in the
public accounting firm of Dimmer,
Rose & Co.
While she is an active member
of the American Institute of Ac
countants and the Michigan Asso
ciation of Certified Public Account
ants, she also is devoting much time
to club and community work in
Detroit.
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Professor Perry Mason is Acting Dean of the School of
Business Administration and Professor of Accounting at the
University of California, Berkeley, Cal. In addition, he is
president of the American Accounting Association.
This paper was presented by Professor Mason at the 1950
West Coast Regional Conference held at the Claremont Hotel,
Berkeley, Cal. Prof. Mason also presented this speech at the
Ohio State Institute on Accounting.
Being an outstanding lecturer and author on accounting,
we are pleased to present this article to you at this time.

A RECONSIDERATION OF CRITERIA OF
REALIZATION OF BUSINESS INCOME
PROFESSOR PERRY MASON

If an intelligent visitor from another
planet were to spend some time in this
country in an attempt to understand its
habits, customs, and so-called civilization,
there are many things which undoubtedly
would puzzle him. Each one of us would
be able to make a little list of his own
of these queer aberrations. My own list
of things, the reasonableness of which I
should find it difficult to explain to the visi
tor, would include most radio commercials,
Miss America -contests, flag - pole sitters,
our farm-price support program, and the
antics of political campaigns. And I should
certainly add to the list of things diffi
cult to explain, the accountant’s calculation
of realized business income. Let us take a
look at some of the things we accountants
do.
The most commonly used basis for recog
nizing earned revenue is the sale. If a
grocer buys a can of peas for 15c, expect
ing to sell it for 18c, we say: “Let’s wait
until he does sell it before we recognize
any profit,” and that is certainly a reason
able position. He is in the retail business
where his whole activity is focused upon
the making of sales to his customers. To
show a profit of 3c before he had found a
customer for the can of peas would obvi

ously be a silly procedure.
But now notice what happens if the
wholesale price of canned peas changes. If,
at the end of a year, the can of peas is
still unsold and the wholesale price has gone
up from 15c to 16c, we sit back and smile
with satisfaction. If the price to the cus
tomer remains at 18c, the grocer will still
make his 3c profit, and if, what is more
likely, the price goes up to 19c or 20c, he
will make that much more and everything
is lovely. Until he sells the can of peas,
we do not know how he will come out, so
we sit tight.
But, suppose that the wholesale price
drops to 14c. Then, under the time-honored
policy of cost-or-market-whichever-is-lower,
we get hot and bothered about the situa
tion. “Oh! Oh!” we say, “he may not make
3c profit when this can of peas is sold since
the selling price may drop to 17c.” So,
in spite of the fact that the grocer has not
carried out our profit-determining step of
selling the can of peas, we write down
the inventory to 14c and take an immediate
loss of 1c. If the can of peas is sold during
the next period for 17c, we show the nor
mal profit of 3c. Now if all of this had
taken place within one accounting period,
we should merely have shown a profit of 2c
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on the sale, the direct result of buying and
selling operations. What we have done
is to take a loss in one period and a higher
profit in the next period than if we had
stuck to our original proposition that the
sale is the proper criterion of profit realiza
tion; or, to put it another way, we seem
to accept the curious proposition that a
rise in cost is not a realized profit but a
fall in cost in a realized loss. All of this
would certainly be confusing to the visi
tor from another planet and certainly it
is always confusing to my students.
Let us take a look at another case. A
corporation has some excess cash so it
buys some shares of stock of another corpo
ration as a temporary investment. At the
end of the next accounting period, it is
discovered that the issuing corporation has
earned a net income of $5 a share but,
due to its requirements for expansion, its
directors have decided to limit the divi
dend to $1 a share. The book value per
share, therefore, goes up $4 a share and,
since market values reflect so many com
plex factors, we shall assume that the
market value rises only $3 a share. What
do we as accountants do in this situation?
We record the $1 of dividends as income
for the period. Period! A stockholder of
the corporation which holds the shares of
stock is left blissfully ignorant of the fact
that the market value and book value of
this asset of his corporation have had a
marked increase. For all he can tell, with
out making his own investigation, the issu
ing corporation just earned enough to pay
this small dividend and as far as he can
tell, the realizable value of this highly
liquid asset is no greater than when the
shares were acquired.
If, however, the issuing corporation suf
fers a loss and does not pay a dividend,
the accountant snaps to attention. Both
book value and market value drop, and we
ordinarily are quick to recognize this in
the accounts and statements. No longer do
we wait for the sale of the shares before
recognizing any change in the situation. We
refuse to record an increase in market
value because, as we say: “Why, the market
price may drop before we get around to
selling the shares—what goes up must come
down.” But when the market price falls,
we do not seem to realize that the price
may come up before we sell the shares. It
is all very confusing.
This previous illustration also relates to
our peculiar concept of dividends as in
come. In a partnership, we say that an
individual partner earns his share of the
partnership income at the same time that
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the partnership, as a separate business
entity, earns it. But if the partners incorpo
rate, we insist that the former partners,
now acting as stockholders, go through a
bit of formal mumbo-jumbo to distribute
a portion of the assets of the corporation
to themselves. Actually a very good case
can be made for the proposition that divi
dends are not income at all, but rather that
the stockholder, like the partner, realizes
his income as the corporation earns it. At
least we should have a more sensible income
tax if this point of view were adopted.
Another peculiarity in the accounting
mind at work is the handling of contingen
cies. If a public accountant has a client who
is engaged in a law suit in which he will
probably have to pay damages, he at least
sets up an estimated liability and may
even reduce the amount of current net in
come to provide for it. We do something
similar if it looks as though we are headed
for a period of falling inventory values. We
are very careful to mention and to provide
for all estimated and contingent liabilities.
But we are almost wholly inconsistent
when it comes to contingent assets. I do
not believe I ever heard of anyone advo
cating that we pay much attention to show
ing as an asset the probable amount
collectible in an unsettled law suit and
seldom is it suggested that we ought to
write up an inventory because prices had
risen or were apparently on the way up.
And yet how can a present or prospective
stockholder, a banker, or anyone else, act
intelligently if he only knows one side of
the financial picture?
Here is another situation which would
certainly perplex our visitor. Companies
A and B, we shall assume, are manufactur
ing concerns which are identical in every
important respect. Company A is practi
cally shut down and just earns enough to
cover its shut-down expenses and therefore
shows neither gain nor loss on its income
statement. Company B, on the other hand,
after a period of shut-down, is working
twenty-four hours a day replenishing its
stock of products, has made firm contracts
for their sale, but has made no deliveries
during the period under consideration.
Company B’s income statement would look
about the same as Company A’s and even
the balance sheet might not look much dif
ferent. A very important set of facts do
not show up in the accounting records and
statements, all because we must wait for
the completed sale before recognizing any
realized income.
The problem of the recognition of in
come is made still more confusing because

sometimes we abandon the sale as our basis we mean that we go out of our way to
and go to extremes in both directions. In recognize expenses, losses and liabilities,
gold mining we take the position that pro but almost fall over backward in our at
duction rather than sale is the proper cri tempts to postpone the recognition of in
terion and we value the inventory of unsold come, gains and assets. If we can possibly
gold at approximately its selling price so find an alternative, we always choose the
that the profit gets assigned to the period one which gives us the lower profit in the
of production rather than to the period present accounting period. It has always
of sale. We often do the same thing in puzzled me as to why this attitude or prac
farming operations. I believe it is cus tice ever was called “conservative.” The dic
tomary, for example, in stock raising when tionary defines the word as: having power
a calf is born to debit Calves and credit to conserve or preserve, disposed to main
Cows and then to place an inventory value tain existing institutions, opposed to
upon the cow so that the net result is to change or innovation, and so on. A much
take the income from natural increase in better term would have been “pessimism”—
the herd, or in these modern times, artifi the opinion or doctrine that everything in
cial increase in the herd in the period of nature tends to the worst, a disposition to
production rather than the period of sale. take the least hopeful view of things.
How has it come about that accountants
Then, we sometimes go to the opposite ex
treme and insist that there is no realized have acquired such a bad case of ingrown
profit until we have cash on the barrelhead. pessimism? I believe there are at least
The instalment method is the most com three reasons. One is that we have been
mon example of this point of view.
encouraged to adopt this point of view by
We could go on for some time listing and the bankers and other extenders of credit.
describing these puzzling peculiarities of Recently I attended an important meeting
accounting procedure, but let us stop and of accountants, and we were addressed by
see if we can find out why it is that we a representative of the bankers. During the
are in this predicament. Some of the things discussion which followed, the speaker was
we do are reasonable and understandable. led to say something to the effect that any
If we accept the proposition that income method which led to lower asset figures
should be recognized only when all of the on the balance sheet would meet with
more significant events have occurred which his approval. Bankers have traditionally
would lead us to the conclusion that the encouraged the creation of secret reserves
sale has been or will be completed within as a substitute for careful investigation and
a short period of time with little or no good judgment. I believe, however, that the
additional cost, we have something logical picture is changing. Just a few months
and consistent with which to work. The ago I listened to a speech by another banker
ordinary retail sale fits this concept. The and much to my surprise I found that he
valuing of produced gold and farm products was taking a very enlightened point of
at selling price, or close to it, is obviously view. (The definition of an enlightened
proper, since little or no selling effort and point of view is one that agrees with
costs will be required and a firm market your own.) He seemed to realize that the
price can easily be determined. The spread real security back of a business loan was
ing of the profit on long - term contracts earning power and that the important thing
over several periods in proportion to the in making a loan is to assume continued
percentage of completion becomes reason operations, not liquidation. He was anxious
able since the contract of sale has already to have accountants prepare statements
been made and production becomes the prin which, to the best of their ability, pre
cipal activity. The instalment sale method, sented the facts of the case, not a distorted
under this concept, is sensible since there set of figures in the traditional manner.
is often considerable doubt as to the ability If, for example, the prospective borrower
of the purchaser to carry out his contract has followed the customary practice of
and since substantial expenses in connection writing off his fixed assets with the use
with the sale are yet to be incurred. This of the highest rate of depreciation he can
is a good guide to follow and we should get away with for tax purposes and then
charging no depreciation at all to opera
probably use it more than we do.
But much of what we do and the most tions once an asset is fully depreciated,
confusing results arise from the so-called even though it continues in use for some
principle of conservatism and I should like time, he may present a beautifully pessi
to take a few sound whacks at this vener mistic balance sheet but his income state
able notion. First, what do we mean by ment, once the asset has been fully written
“conservatism” in accounting? Apparently off, automatically becomes dangerously op
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timistic and inaccurate. While it may be true
that the bankers have let us down this
dismal path, I believe they are having a
change of heart and will be more interested
in the future in the whole truth rather
than a distorted version of it. At least we
should do our best to educate them in that
direction.
A second possible reason for our pessi
mistic habits is that owners of businesses
are apt to be incurable optimists. We as
accountants have sometimes felt that we
have to be careful not to present too rosy
a picture of the results of business opera
tions or our client or employer will grab
the ball and, in his enthusiasm, run toward
the wrong goal line. I used to have a client
in the real estate business. After I had
prepared his balance sheet on a “conserva
tive” cost basis, he used to sit down, re
calculate the figures using the selling price
of all of his unsold subdivision lots, and
then start planning on how he would spend
his profits. Six months later he went
through a receivership. This optimism, of
course, presents a real problem, but I do
not believe that our traditional pessimism
is the answer, particularly since a policy
which results in the lowest possible income
this year will usually produce abnormally
high income in the next or some subsequent
period. If we have given the owner the most
accurate figures that we can turn out,
and have attempted to educate him as to
what they mean, we have, in my opinion,
given him the best type of service.
A third explanation may be that we
accountants have welcomed the opportunity
to slant our figures toward the more pessi
mistic side because we were only too well
aware of the inevitable inaccuracies which
are inherent in our adoption of short arbi
trary accounting periods and in other
phases of our calculations. We know that
in spite of our best efforts we are going
to be wrong and we have a hunch that our
client or employer is going to react less
explosively if he finds out that he actually
made more profit than we had estimated
than if the contrary were true. I doubt,
however, if this has been too important
a factor and I should certainly take the posi
tion that we are performing our duty as
accountants only if we try to present the
truth and the facts as we see them.
There is, of course, a fourth factor which
I shall merely mention—the effect of the
income tax law and regulations. Clients
naturally expect us to keep their taxes at
a minimum and are apt to ignore histori
cal evidence and assume that taxes cannot
possibly go any higher. But it seems to me
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that the time has long since passed when
we can use the tax return as an adequate
guide to business management and invest
ment. We must prepare alternative figures
which make more sense.
Now, what can we do about it? Being
more of an evolutionary rather than a revo
lutionary temperament, I am not going to
propose anything very drastic. In general
I believe we do a pretty good job as it is.
But I would like to drag down from its
pedestal that old decrepit God of Conserva
tism and replace it with a Goddess of
Truth. If we are actually faced with ap
parently equal alternatives, of course we
are wise to choose the more pessimistic
answer, but to go out of our way to keep
asset values down and liabilities up through
such devices as cost or market, excessive
depreciation rates, and reserves for vari
ous contingencies set up out of income is,
in my opinion, unwise and performs a dis
service rather than a service to our em
ployers and clients to say nothing of other
people who expect to get something useful
out of the financial statements.
No longer are the financial statements
of concern only to the management, the
banker and the tax collector. Minority
stockholders, prospective investors and
employees, it is now felt, are entitled to
about as much information as the insiders.
Also, financial statements now have politi
cal repercussions. Business is harmed if,
through intentional policies, assets are
understated today and, as a result, expenses
are understated later on, since the apparent
rate of return on the investment is higher
than the actual facts would indicate, and
business gets an inequitable deal in legisla
tion and in labor negotiations. How can
a stockholder arrive at an intelligent deci
sion as to whether he should sell his shares
or buy more if he does not have all of the
facts and estimates? How can a prospec
tive investor make a reasonable decision if
he has to work with one-sided information?
For that matter, how can management pro
ceed effectively on the basis of figures
slanted toward pessimism?
Perhaps we should give some thought to
the establishment of criteria for a new
concept—the recognition and disclosure of
unrealized income and losses. What would
be wrong or objectionable to the calcula
tion of realized income on straightforward
and consistent basis such as the sale or
production, and then to indicate in a sup
plementary statement that in the light of
evidence available during the preparation
of the financial statements, it appears that
additional revenue or additional losses will

become realized during the following or
subsequent periods? Such a supplementary
statement would cover both increases and
decreases in the replacement cost or in
the expected margin of profit of inventories,
both increases and decreases in the value
of marketable securities, the expected re
sults both ways of law suits, and so on.
Favorable expectations are just as import
ant as unfavorable to everyone concerned.
I am, of course, not advocating that we
should go too far on such a proposal. We
cannot and should not attempt any crystal
ball gazing into the future. But I wonder

if a few steps in this direction would not
make our statements much more useful than
they often are.
My purpose in raising some of these ques
tions is merely to stir up the matter a bit
and urge you to think seriously about it.
What accountants do is something of a
mystery to students, to bankers, to in
vestors, to labor, and even at times to
management. We need to do everything we
can to make our procedures clear and con
sistent and at times we need to question
established institutions to make sure that
they have not outlived their usefulness.

COAST-TO-COAST (Continued from page
group with the purpose and history of that
organization.
ASWA’s founder was the guest speaker.
Mrs. Ida S. Bross, CPA, Indianapolis, re
viewed the history of women’s efforts to
attain recognition in the professional
fields; the acceptance of women in the ac
counting field; and the responsibility of
women accountants to understand the finan
cial policies of our government.
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ing held at the University Club on Septem
ber 18. A general discussion on accounting
problems followed the dinner.

PHILADELPHIA
The 1950-51 season opened with a meet

SAN DIEGO
Mrs. Margaret D. Olson, Vice Principal
and Dean of Students of the San Diego
Vocational School, was the speaker at the
first fall meeting on September 21. Her
topic was “Training the Whole Individual.”
Following the talk, Mrs. Charlotte Morris,
president, conducted a short business
meeting.

IDEA EXCHANGE
PHYLLIS M. HAAN, Grand Rapids
Chapter
(Submitted by a member of the Grand
9. Aims, Purpose, and Responsibilities
Rapids, Michigan Chapter #10)
of Individuals and Chapters
A good way to begin the new year of
10. Establishment of A. W. S. C. P. A.
any organization is to review the history
Trophy and Activities For Which
of the organization as well as the advan
Points Are Won
tages of being a member. The Grand Rapids
11. How Programs Are Planned and
Chapter tried it and found it answered
Good Speakers Secured
many of the questions in the members’
12. Ethics of Individual Members and
minds, as well as refreshed their memories
Chapters
on important points pertaining to the or
13. Impression on Employer of Increased
ganization. They had a 4-member panel,
Efficiency Through Membership
consisting of two older members, two new
(A complete script of the panel is on file
members, as well as a moderator. The points
—inquiries can be directed.)
they covered were as follows:
(Submitted by a member of the Muske
1.
What A.S.W.A. Means To Me
2. Organization of A.W.S.C.P.A. and gon, Michigan Chapter)
A.S.W.A.
A mock board meeting held before the
3.
History of Local Chapter
membership at one of their regular meet
4.
New Member’s Reason For Joining ings, at which time each chairman explains
5. Member’s Reason For Remaining a her duties as well as what is being done,
Member
accomplishes a great deal in educating the
6.
Membership Requirements
membership on the “behind the scenes” ac
7. Advantages of Membership in Na tivities and also impresses them with what
tional Society
their executive board is doing to promote
8.
Advantages of Membership in Localtheir Society.
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TAX NEWS
TENNIE C. LEONARD, C.P.A., Memphis, Tennessee
Another “One-Way Street” in Taxes

One of the most irritating features of
our present income tax system as it oper
ates is the enthusiasm of the Commissioner
of Internal Revenue and his cohorts for
taking the position on any given question
that will produce the most taxes. The Tax
Court has recently decided that where an
entry was made charging Earned Surplus
and crediting the stockholders’ accounts,
and at the same time charging the stock
holders’ accounts and crediting capital
stock, the effect was the same as if a divi
dend had been paid in cash and cash ap
plied to the purchase of the new stock.
Lester Lumber Co., Inc., 14 TC No. 32.
In the case of Maverick-Clarke Litho Co.,
11 TC 1087, the Tax Court held, under
almost identical circumstances, and their
decision was approved by the Court of Ap
peals for the Fifth Circuit, that such a
transaction was a stock dividend. The
Fifth Circuit called it “the very essence
of a stock dividend and is not considered a
distribution of earnings and profits.”
The principal difference in the two cases,
both won by the Commissioner, as we see
it is that in the former case the stock
holders claimed the distribution was a stock
dividend and non-taxable, while in the
latter case the stockholders claimed it was
a taxable dividend and that the new stock
should have become a part of invested capi
tal, for excess profits tax purposes, under
the provisions of section 718 (a).
More From Mr. Wodehouse

In the February Tax News column there
was some comment on the lack of original
ity in Mr. P. G. Wodehouse’s tax cases and
fiction plots. Since then we acknowledge
a radical change. In his latest story the
impeccable butler’s name is Phipps, instead
of Jeeves, and the publisher is Collier’s in
stead of the Satevepost. What court will
hear the tax case will be announced later.
Courier Delayed—Taxpayer Pays

“Neither snow nor rain nor heat nor
gloom of night stays these couriers from
the swift completion of their appointed

14

rounds” proud motto of the Post Office De
partment is not revered by the Tax Court,
and may well be ridiculed by at least one
taxpayer. Taxpayer mailed a claim in time
to arrive in Washington on the last day for
filing (a Saturday) ; however the claim was
not actually received until the following
Monday. The Court held that the claim
was not timely; taxpayers must take the
risk of mail delay. Pleasant Valley Wine
Co., 14 TC No. 63.
Tax Planning Helps Again
Nothing so brightens the day of the tax
practitioner as to read that the courts have
approved “a preconceived plan for the
avoidance of taxes, hastily executed, and
devoid of a business purpose.” At least,
that is what the Commissioner termed the
liquidation plan of West Coast Securities
Company, 14 TC No. 114.
The company had decided to liquidate but
it owned stock that had appreciated in
value so that a sale would have resulted in
taxable gain. The stock was collateral to
a Ioan for more than its value. What to do?
The stock was distributed to the stockhold
ers, subject to the indebtedness: the cor
poration then paid enough of the debt to
reduce the debt to the value of the stock
and the same day the stockholders sold the
stock, applying the proceeds to the debt
they had assumed. Results: the corpora
tion had no tax to pay on the sale, and nei
ther did the stockholders since their basis
for the stock was its fair market value.
Nor did the stockholders owe a tax on re
ceipt of the stock since the debt to which it
was subject was more than the value of the
stock.
In answer to the Commissioner’s castiga
tion of the plan the Court stated:
“To our knowledge, the Court have
never questioned the right of a tax
payer to select a course of action de
signed to minimize or to avoid alto
gether the imposition of a tax where
it is shown that the transaction as ex
ecuted was in reality what it purported
to be in form.”
Orchids to the anonymous fellow crafts
man whose handiwork the plan was!

WHAT'S NEW IN READING
RUTH FORD, CPA, Columbus, Ohio
HOTEL ACCOUNTING by Ernest B.
Horwath and Louis Toth. (Revised Edi
tion, 1948. Published by The Ronald Press
Company.)
Hotel accounting is a practical down to
earth story of hotels, small, medium and
large. It is a story even though it is writ
ten on a technical subject for it takes you
behind the scenes in the drama which is a
modern hotel.
First it deals with organization of a
medium sized hotel, the required personnel,
their duties and responsibilities. From
there it turns to records and control of in
come from the room and restaurant sales
down to the check rooms and the messen
gers. It covers the procedures for handling
accounts receivable for hotel guests so that
the account is correct up to the moment of
departure which is a problem not encount
ered in other fields of accounting.
There is a chapter dealing with the spe
cialized accounting for residential and
American-plan hotels, and other chapters
cover accounting for small hotels. The lat
ter differs from that for medium and large
hotels only in the limitations in internal
control occasioned by overlapping in per
formance of the various functions by a
smaller personnel. The additional auditing
procedures required by the loss in control
are outlined.
The authors describe accounting forms,
books of original entry, ledgers, charts of
accounts, pay roll procedures, specialized
depreciation, and particular problems re
lating to otherwise normal asset, liability,
income, and expense accounts, and recom
mend audit procedures to meet these prob
lems. They describe food and beverage cost
controls as to principles and procedures.
The book is good reading whether you
ever have or ever expect to have any connec
tion with hotel accounting for everyone is
a guest of a hotel at one time or another.
ACCOUNTANTS’ WRITING by John
Mantle Clapp (The Ronald Press Company,
New York, 1948, 216 pages).
This book deals with the writings of
accountants and the problem of presenting
factual and technical matters in a manner
which can be understood by the layman
reader. Accountants are primarily con
cerned with the determination of facts, and
the value of their work is lost if their find
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ings are not presented clearly and in under
standable language.
The author analyzes the factors which
make factual writing clear or ambiguous.
He points out words which are “jargon,”
terms which are trite or which may have
a slightly different meaning outside the
profession. He develops a formula as to the
combination of long and short words; the
usage of clauses, sentences, and paragraphs.
The author has drawn from specimens
of writing on every day matters furnished
him by accountants from all over the United
States, examples of informal reports, of
technical reports, and of a few audit re
ports. Many of these are reproduced in his
book. Examples are given of writing which
is ambiguous. To these the formulae are
applied and the paragraphs are rewritten.
The results are enlightening. Specimens of
good writing are produced and the factors
which make them good are analyzed.
The book has appeal to all accountants
whether engaged in public practice or in
commercial fields.
THE MONTHLY FINANCIAL STATE
MENTS, by Frederick Staples, CPA. (The
Counting House Publishing Co., Milwau
kee, Wis. 65 pages. Paper. $1.25.)
To his other books Mr. Staples has added
this valuable pamphlet which explains the
purposes served by financial statements;
the importance of monthly statements to
all businesses and their special value to
seasonal businesses; how to start them;
their most practical form; time-saving de
vices in their preparation and work which
may be done in advance; the use of com
parisons with prior periods; the most use
ful ratios; changes in working capital;
condensations for those who wish only the
broad picture; handling of monthly vari
ances and of estimated or actual inventor
ies; use of the four-week basis. The im
portance of monthly statements even where
monthly inventories are not taken is
stressed. Pointers are given regarding
charts of accounts; substitution of the
monthly financial statements for trial bal
ances; prior period adjustments; and han
dling of the factory burden and cost ledger.
The pamphlet is a bargain for those who
deal with internal statements or the set
ting up of accounts facilitating their use.
Jennie M. Palen
New York
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